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U.S. Balance 


In transactions with the United States in the second 
quarter of 1959, the rest of the world accumulated about 
$1.2 billion in gold and short-term dollar assets. On a 
seasonally adjusted basis, these gains amounted to about 
$1.0 billion, roughly the same as in each of the two 
preceding quarters. 

U.S. merchandise imports in the second quarter, after 
seasonal adjustment, rose to a new high and slightly 
exceeded nonmilitary merchandise exports. Although 
imports were affected by special factors, these factors 
did not contribute, on balance, to the large rise. An 
increase in steel imports in anticipation of an interrup- 
tion in domestic production was more than offset by a 
decline in petroleum imports, which had risen in the 
first quarter because of the expectation of mandatory 
quota restrictions. The largest increases in imports 
were in wood products, newsprint, nonferrous metals, 
machinery, vehicles, and texti'es. Merchandise exports 
(excluding military goods) rose about one third as much 
as imports on a seasonally adjusted basis. Most of the 
increase was in foodstuffs and finished manufactures. 
Exports continued to rise in July, and during the three- 
month period May-July were at an annual rate slightly 
above the 1958 rate. Exports of foodstuffs accounted 
for most of the increase. 


Continuing the movement which began in mid-1958, 
the outflow of private capital in the second quarter 
declined, after allowance for seasonal influences. This 
reflected largely the continued advance in interest rates, 


IFC Investment in Venezuela 


The International Finance Corporation (IFC) 
announced on September 21 a commitment to invest up 
to US$1,250,000 in Refractarios General-Vikora de 
Venezuela, C.A. (GREFKORA), a new Venezuelan 
corporation, to manufacture refractory bricks and mate- 
rials. GREFKORA will be owned by the General 
Refractories Company of Philadelphia and the Corao 
family and associates in Venezuela, which have oper- 
ated a refractories plant in Caracas since 1932. 

The total cost of the project is about $3.4 million, 
of which $2.1 million is being invested by the project 
sponsors. IFC’s investment will be represented by U.S. 
dollar notes, maturing by 1967, and bearing interest at 
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of Payments 


both absolutely and relative to rates in European coun- 
tries. New issues of foreign bonds were about $250 
million below the peak in the second quarter of 1958, 
and by June purchases of foreign equities had dropped 
to $6 million, from $140 million in the first quarter. 
The rise in direct investment was about in line with the 
seasonal pattern in recent years. The increased attrac- 
tiveness of the European area for U.S. private investors 
is evidenced by the rise in the net outflow of direct 
investment capital, from $74 million in January- 
June 1958 to $284 million in the first six months of 
this year. 

In addition to the $1.2 billion in gold and liquid 
dollar assets obtained in transactions with the United 
States, governments and central banks abroad pur- 
chased about $290 million in gold from other sources 
in the second quarter. The combined total of $1.5 bil- 
lion was the largest during the current phase of rising 
reserves which began in the autumn of 1957. Most of 
the liquid funds accrued to European industrial countries 
and to Japan. The gold outflow from the United States 
in the second quarter was about $400 million (excluding 
the $344 million payment on its increased quota in the 
International Monetary Fund), compared with $96 
million in the previous quarter; purchases by the United 
Kingdom for transfer to the Fund were largely respon- 
sible for the increase. Gold sales in the third quarter 
have been below those in the second quarter. 


Source:. Department of Commerce, Press Release, 
Washington, D.C., September 22, 1959. 


7 per cent in dollars and participation in profits, payable 
in bolivares. In addition, IFC receives an option on 
shares, without payment. 

The commitment is subject to completion of the 
necessary legal formalities. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 21, 1959. 


Europe 


Capital Expenditure in the United Kingdom 

The first results of the latest inquiry by the Board 
of Trade into capital spending by U.K. industrial firms 
show that fixed capital expenditure by private industrial 
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business will be slightly greater during 1959 than had 
been estimated at the beginning of the year. However, 
preliminary forecasts indicate that next year capital 
spending by these broad groups of industries taken 
together will be about 5 per cent lower than this year; 
expenditure on plant machinery and vehicles is expected 
to decrease by about a tenth, while expenditure on build- 
ing work may be slightly higher than in 1959. Expend- 
iture by the distributive and service trades, which have 
shown significant increases in recent years, may either 
level off or fall next year. These estimates are, by their 
very nature, extremely tentative. As the Board of Trade 
points out, if the capital goods trades should show 
strong revival this autumn, all these forward estimates 
might have to be revised quite quickly. 

Source: The Times, London, England, September 18, 

1959. 


U.K. Credit to France 


A group of London banks under the direction of 
Lazard Brothers, Ltd., has granted to French wool 
importers a new revolving credit of £6 million, to finance 
French purchases of wool in the Commonwealth. When 
purchases reach their seasonal peak, the credit granted 
may be increased temporarily to £10 million. The 
credit will run until December 31, 1960. 
Source: Agence Economique et Financiére, 

France, September 17, 1959. 


French Exchange Stabilization Fund 


The Bank of France and the French Treasury have 
agreed that the Exchange Stabilization Fund will repay 
in advance a loan of 254 metric tons of gold (F 141.2 
billion) granted to it by the Bank of France in 
June 1957 for a three-year period. It has also been 
agreed that one fourth of the increase from $525 million 
to $787.5 million in the quota of France in the Inter- 
national Monetary Fund (IMF) will be paid in gold by 
the Exchange Stabilization Fund and three fourths in 
French francs by the Treasury. The foreign exchange 
obtained under possible future drawings on the IMF 
will flow into the Exchange Stabilization Fund. Repur- 
chases from the IMF of French francs with which 
France purchased currencies in 1957 and 1958 are to 
be made by the Exchange Stabilization Fund, but repay- 
ments On certain consolidated debts arising from the 
liquidation of the European Payments Union will be 
undertaken by the Treasury. 


Paris, 


Source: Agence Economique et Financiere, 
France, September 18, 1959. 


Issue by Bank for Netherlands Municipalities 


As of September 10, the Bank for Netherlands 
Municipalities offered at par to institutional investors a 


Paris, 


f. 100 million (US$26 million) bond issue bearing 
interest of 442 percent. Repayment will be in 25 equal 
annual installments, beginning in 1960. The proceeds 
will finance capital expenditures of the local authorities. 
The loan is reported to have been heavily oversub- 
scribed, although the terms were less favorable to sub- 
scribers than those of the loan issued in February 1959, 
which bore 4% per cent interest and was marketed at 
99% (see this News Survey, Vol. XI, p. 263). 
Sources: Het Financieele Dagblad, Amsterdam, Neth- 
erlands, September 1, 1959; De Tijd-De 
Maasbode, Rotterdam, Netherlands, Septem- 
ber 12, 1959. 


Danish Discount Rate 


As of September 19, the National Bank of Denmark 
increased both its discount rate and its rediscount rate 
from 4% per cent, the rates in effect since August 15, 
1958, to 5 per cent. 


Swedish Government Loan 


A 16-year 5 per cent bond issue dated October 5, 
1959, which was offered by the Swedish National Debt 
Office on September 16, with subscription lists to be 
open for the period September 16-21, was withdrawn 
after the first day, when about SKr 286 million had been 
subscribed. Although the loan is due for repayment on 
October 5, 1975, the National Debt Office has reserved 
the right to repay the loan on three months’ notice at 
any time after October 5, 1969. 

The loan was issued at 98, giving an effective yield 
of 5.26 per cent for 10 years and 5.19 per cent for 16 
years. The amount of the issue was not fixed in 
advance, and the National Debt Office had the right to 
close the subscription lists at any time, as well as to 
refuse to take up part of the amount subscribed. 

The last government 5 per cent loan, i.e., the issue in 
February 1959, has so far remained at par. The new 
issue therefore represents an increase of about % per 
cent in yield. 

Sources: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 12 and 18, 1959. 


Industrial Production in Finland 


The volume of industrial production in Finland in 
1958 was 3 per cent lower than in 1957. Although 
some improvement took place during the last quarter 
of 1958, when production was 1 per cent higher than 
in the same quarter of 1957, a definite revival did not 
occur until the current year. During the first quarter 
of 1959, industrial production was still only 1 per cent 
higher than a year earlier, but during the second quarter 
it was 7 per cent higher than in the second quarter of 
1958. In the entire half-year, it was 4 per cent higher 
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than in the corresponding period of 1958, and in the 
first seven months, 5 per cent higher. 

Output of the consumer goods industries in the first 
half of 1959 was 7 per cent above that in the first half 
of 1958; investment goods output fell by 3 per cent; 
and output of other producer goods increased by 5 per 
cent. The increase in private consumption is accounted 
for in part by the rise in real wages. Private investment 
increased more slowly than consumption. Plans for 
extensive investments have been made, but they have 
not yet been carried forward sufficiently to have any 
effect on production of investment goods. Building 
activity, however, has become brisker, resulting in a 
considerable increase in output of building materials. 
In the principal export industries, wood and paper, out- 
put was 5 per cent higher in the first half of 1959 than 
in the same period of 1958. While this increase 
exceeded that for industrial production as a whole, it 
fell short of the increase by the consumer goods indus- 
tries. So far at least, exports have not contributed to 
the general revival to the same extent as domestic con- 
sumption. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, August 1959. 


Icelandic Herring Catch 
The Icelandic summer herring catch this year was the 
largest since 1944. Up to August 29 the catch had 
amounted to 143,500 tons, or close to twice the quan- 
tity at the same time last year. About 20 per cent of 
the catch has been salted; most of the remainder has 
been processed to oil and meal. 
Source: Morgunbladid, Reykjavik, Iceland, Septem- 
ber 1, 1959. 


New Foreign Exchange Regulations in Spain 

Under regulations published on September 8, author- 
ized banks and exchange firms in Spain are allowed to 
deal in 13 currencies at rates to be determined by 
supply and demand within margins to be set by the 
Foreign Exchange Institute. The currencies concerned 
—Canadian dollars, U.S. dollars, sterling, Belgian 
francs, French francs, Swiss francs, deutsche mark, 
Italian lire, Dutch guilders, Danish kroner, Norwegian 
kroner, Swedish kronor, and Austrian schillings—pre- 
viously were dealt in at fixed rates published daily by 
the Foreign Exchange Institute (see this News Survey, 
Vol. XII, p. 78). 

Authorized banks are allowed to buy and sell foreign 
exchange for authorized transactions. Foreign exchange 
not used by importers must be resold to an authorized 
bank within 15 days. The banks must submit each day 
to the Foreign Exchange Institute a detailed report on 
their exchange transactions. They may buy foreign 


banknotes offered to them in Spain; such banknotes may 

be sold in Spain for transactions and within limits to be 

determined by the Exchange Institute or abroad for any 

of the 13 currencies listed above. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 10, 1959. 


Deficit in German Tourist Travel Account 

The foreign exchange expenditure of German tourists 
during the first half of 1959 exceeded that in the corre- 
sponding period of 1958 by DM 240 million. Whereas 
in both 1956 and 1957 Germany earned net foreign 
exchange surpluses of about DM 500 million on tourist 
account, in 1958 a deficit of some DM 150 million 
was incurred. “his trend continued into the first half 
of the current year, when the expenditure of German 
tourists abroad rose to DM 1,045 million, from DM 805 
million in the first half of 1958, while the expenditure 
of foreign tourists in Germany increased only slightly— 
from DM 844 million to DM 857 million. Therefore, 
in contrast to the surplus of nearly DM 40 million 
attained in the first six months of 1958, there was a 
deficit of about DM 200 million during the same months 
this year. In presenting these figures, the Bundesbank 
points out that they are estimates based on information 
supplied by travel agencies and credit institutions con- 
cerning the negotiation of travel exchange and with- 
drawals from nonresident DM accounts. From these 
estimates it appears that the increase in the deficit was 
due primarily to a rise in the expenditure of German 
tourists in Switzerland and Austria. Receipts from U.S. 
tourists in Germany accounted for a third of Germany’s 
total receipts on tourist account during the first half 
of this year. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, September 4, 1959. 


Middle East 


Foreign Trade of Libya 

The trade deficit of Libya increased to L£29.0 million 
in 1958, from L£22.6 million in 1957 and L£13.6 
million in 1956, as total imports by civilians, including 
direct imports by the oil companies, rose sharply—from 
L£17.5 million in 1956 to L£28.1 million in 1957 and 
L£34.5 million in 1958. Direct imports by the oil com- 
panies increased from L£5.0 million in 1957 to L£10.1 
million in 1958, and other imports increased by L£1.3 
million. Exports and re-exports in 1958 were un- 
changed from 1957, when they rose to L£5.5 million, 
from L£4.0 million in 1956. Exports of inedible crude 
materials, such as esparto grass, castor seed, wool, and 
scrap iron, accounted for 51 per cent of the total. 
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Exports of olive oil were reduced to L£0.5 million, from 
nearly L£1.3 million in 1957. Imports of manufactured 
goods, machinery, and transport equipment accounted 
for 70 per cent of total imports. Food imports fell from 
L£5.8 million in 1957 (20.6 per cent of the total) to 
L£5.0 million in 1958 (14.5 per cent of the total). 


Three countries supplied nearly two thirds of the 
goods imported by Libya: Italy 22 per cent (27 per 
cent in 1957), the United Kingdom 22 per cent (21 per 
cent in 1957), and the United States 21 per cent (16 
per cent in 1957). Other important suppliers were the 
Federal Republic of Germany, France, and the Nether- 
lands, whose shares in 1958 were 8.0 per cent, 7.6 
per cent, and 3.8 per cent, respectively. Italy was again 
the largest customer of Libya, but its share of Libya’s 
exports fell from 58 per cent in 1957 to 37 per cent 
in 1958. Egypt took 17 per cent of Libya’s exports 
(9 per cent in 1957) and the United Kingdom 15 per 
cent (17 per cent in 1957). 

Source: Middle East Economic Digest, London,..Eng- 
land, September 18, 1959. 


Banking Legislation in Syrian Region of U.A.R. 


Under a new law signed by the President of the 
United Arab Republic, at least 70 per cent of all shares 
in existing and in future banks in the Syrian Region will 
have to be owned by citizens of the United Arab Repub- 
lic. According to the Syrian Minister of Economy, 
banks will become “corporations of United Arab Repub- 
lic nationality,” and U.A.R. citizens will have to be 
represented on the boards of directors in proportion to 
the shares owned by them. The President of the Repub- 
lic has the right to exempt specified banks from these 
provisions, provided that at least 51 per cent of the 
stock of such banks is owned permanently by U.A.R. 
nationals. Banks are given five years to comply with 
the provisions of the new law. Presently, there are 
about 20 banks in the Syrian Region and most of them 
have foreign capitalization. 


Under another law, operations of insurance compa- 
nies are to be put under the direct supervision of the 


State. Insurance companies operating in the Syrian 
Region will have to pjace part of their reinsurance 
transactions with a purely Arab insurance company. 
New insurance companies established in the Syrian 
Region must be owned entirely by U.A.R. nationals. 
There are now 60 insurance companies operating in 
the Syrian Region, 50 of which are foreign companies. 


Source: Al Ahram, Cairo, Egypt, September 7;~1959. 


Irrigation Scheme in Afghanistan 


The signing of an agreement between the Govern- 
ments of Afghanistan and the U.S.S.R. for the con- 
struction of the Jalalabad irrigation and power project 


on the Kabul River has been reported. The project will 
irrigate 25,800 hectares of land, and the power gener- 
ating unit will have a capacity of 11,000 kilowatts. The 
foreign exchange cost of the project has been estimated 
at the equivalent of US$18.7 million and the cost in 
local currency at Afg 366 million (the current free 
market rate is about Afg 42 per U.S. dollar). 


Source: Middle East Economic Digest, London, Eng- 
land, September 11, 1959. 


Far East 


Annual Repori of Reserve Bank of India 


The Report of the Central Board of Directors of the 
Reserve Bank of India, on developments in the year 
ended June 30, 1959, states that “on the whole, the 
economic outlook which, at the beginning of the year, 
was somewhat obscure, with doubts about the success- 
ful implementation of the revised targets of the Plan, 
showed a distinct improvement in the course of the 
year.” There was a marked slowing down in the rate 
of decline in India’s foreign reserves; the fiscal deficit 
also declined significantly. Although there was a sub- 
stantial increase in the output of foodgrains, the food 
situation was still disturbing, and price developments 
continued to cause some concern during the greater 
part of the year. The keynote of credit policy continued 
to be one of general restraint, with specific encourage- 
ment to sectors in need of special assistance. 

An important factor contributing to the improved 
outlook for the economy is the increase in aid from 
abroad. While export earnings fell somewhat during 
the year, private imports were reduced sharply, lessen- 
ing the strain on the balance of payments. 

The inflow of private foreign capital has continued 
low, when compared with assistance from foreign gov- 
ernments and loans from the International Bank for 
Reconstruction and Development. This, according to 
the Report, indicates the need for further efforts to 
create a better climate for investment, including sim- 
plification of regulations governing foreign investment. 
The Report observes that efforts to secure even the rate 
of growth projected for the Second Five Year Plan 
would involve a high order of investment in the Third 
Plan period. Unless the required internal resources and 
foreign aid are forthcoming, much larger expenditure 
programs are likely to jeopardize economic and mone- 
tary stability to the point of endangering their very 


‘fulfillment. Therefore, the Report continues, even with 


the utmost intensification of domestic effort and an 
increase in exports, the country will have to depend for 
some years to come on foreign assistance on a substan- 
tial scale. In this context, the Report stresses the need 
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for assessing, from time to time, policies and procedures, 
with a view to stimulating the flow of private capital 
from abroad. In a developing economy, cuts in imports 
do not constitute an effective remedy, in the long run, 
for balance of payments difficulties; exports should be 
expanded, which means that the country has to restrict 
consumption and make exports attractive to foreigners. 


Source: The Hindu, Madras, India, September 11, 
1959. 


Ceylon Duty on Rubber 


The duty on all rubber exports from Ceylon has 
been revised from 20 Ceylon cents to 28 Ceylon cents 
per pound with effect from September 10, 1959. The 
rate had been reduced from 28 Ceylon cents to 20 
Ceylon cents in July 1958. 


Source: The Hindu, Madras, India, September 11, 
1959. 


Partial Freeze of Salaries in Indonesia 


It is now Officially reported that the partial freeze 
of government workers’ salaries, which is among the 
measures taken by the Government of Indonesia to 
combat inflation (see this News Survey, Vol. XII, p. 79), 
applies not to the salaries of government workers proper 
but to the salaries of workers in government and semi- 
government foundations, institutions, and corporations 
and also to the salaries of employees in enterprises that 
were formerly Netherlands owned but now are under 
the supervision of the Government of Indonesia. One 
group is excepted, however: employees in certain gov- 
ernment enterprises that are paying salaries in accord- 
ance with regulations applicable to regular government 
employees. 

Under the salary freeze, net salaries of up to Rp 2,000 
a month will be paid in full; of any amount in excess 
of Rp 2,000 a month, 50 per cent will be paid, up to a 
maximum of Rp 4,000. Therefore, the net salary 
received by any employee in the groups affected cannot 
be more than Rp 6,000 a month. The amounts that 
exceed the payments allowed are to be frozen tem- 
porarily. 

Sources: Minister of Finance, Announcements, No. 7, 
August 26, 1959, and No. 9, August 27, 
1959, Djakarta, Indonesia. 


United States and Canada 


U.S. Export Credits 


The Export-Import Bank of Washington has an- 
nounced a change in its export credit program designed 
to increase U.S. sales abroad. Under the new regula- 
tions, the percentage of financing required from U.S. 


exporters of capital goods will be reduced, and the share 
guaranteed by the Bank will be increased proportion- 
ately. Participation in exporter credits by the Bank will 
now amount to 68 per cent of the value of sales, com- 
pared with 60 per cent previously. The exporter’s share 
will be reduced from 20 per cent to 12 per cent. The 
foreign buyer will still be required to provide 20 per 
cent of total financing. 


Source: The Export-Import Bank of Washington, Press 


Release, Washington, D.C., September 22, 
1959. 


New Issue of Canadian Savings Bonds 


A new series of Canada Savings Bonds to be offered 
on October 13 will bear interest rates of 4 per cent for 
the first year, 4% per cent for the second, 4% per cent 
for the third, and 5 per cent for the following years. 
For bonds held to maturity in 1968, the actual interest 
rate will be 4.98 per cent. There is a tax-free premium of 
$3 per $100 bond for redemption at maturity, but 
Canada Savings Bonds can be cashed at any time for 
full face value plus earned interest. The maximum limit 
on holdings by any individual has been raised to 
$20,000, from $10,000 last year. (The average interest 
rate on last year’s issue was 4.19 per cent over a 15-year 
period.) The sales conditions of the new issue are 
designed to encourage investors to keep their holdings 
to maturity, but they are not advantageous enough to 
induce any large-scale exchange of older issues for the 
new issue. 

Sources: The Globe and Mail, Toronto, Canada, Sep- 
tember 18 and 19, 1959. 


Canadian Security Transactions with Other Countries 


The net inflow of capital to Canada from portfolio 
security transactions in the second quarter of 1959 was 
$126 million, about half as much as in the correspond- 
ing period of 1958 and 25 per cent less than in the first 
quarter of 1959. The decline between the first and sec- 
ond quarters of 1959 was due primarily to retirements 
of foreign-held Canadian securities; sales of new issues 
increased and there was again a considerable capital 
inflow from sales of outstanding Canadian bonds and 
stocks to nonresidents. Net sales of new issues to non- 
residents in the first half of 1959 were less than half 
the amount in the same period of 1958, as gross sales 
of new issues declined from $460 million to $290 
million and retirements were doubled to $110 million. 
Capital imports through sales of outstanding bonds and 
stocks were $120 million in the first half of 1959; in 
the first six months of 1958, they had been almost nil. 
With a switch in trade of foreign securities from a small 
capital inflow to a capital outflow of $10 million, the 
total capital import in the first half of 1959, at some- 
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what less than $300 million, was about $120 million 

lower than in the corresponding period of 1958. 

Source: Dominion Bureau of Statistics, Sales and Pur- 
chases of Securities Between Canada and Other 
Countries, Ottawa, Canada, June 1959. 


Latin America 


Economic Conditions in Mexico 


President Adolfo Lopez Mateos of Mexico, in his 
annual message to Congress, pointed out that one of 
the main goals of the present administration is to 
achieve further economic progress with currency stabil- 
ity. In 1958, economic activity in Mexico was adversely 
affected by unfavorable weather conditions, political 
uncertainties as a result of changes in administration, 
and a decline in prices for Mexico’s major export 
commodities. 

In discussing developments in the different sectors of 
the economy during the 12 months ended August 1959, 
the President stated that industrial production rose by 
7.3 per cent, oil and petroleum production by 9.2 per 
cent, and electric power generating capacity by 7.7 per 
cent. Mineral production remained about the same as 
in the preceding year, and activity in the construction 
industry declined slightly as a result of mortgage 
restrictions. Agricultural production increased satisfac- 
torily in 1958-59. It is estimated that approximately 
5% million tons of corn will be harvested this year. 
The.autumn and winter cotton harvest of the past year 
has already been disposed of in foreign markets. The 
wheat harvest not only filled domestic requirements, 
but also enabled Mexico for the first time to become 
an exporter of wheat. At present, Mexico is cooperating 
in the effort to stabilize world prices of cotton and 
coffee, its two most important export commodities. 

Public investment during 1958 amounted to Mex$5.5 
billion, and for 1959 it is estimated at Mex$6.3 billion. 
Although government revenues rose substantially in 
1958, the Government incurred a deficit of Mex$956 
million, as a result of the subsidies granted to govern- 
ment enterprises that were unable to cover their current 
expenditures. During the first seven months of 1959, 
revenues were considerably above those in the corre- 
sponding period in 1958. Receipts from income taxes 
were Mex$98 million more than in the same period of 
1958, and those from import duties increased by 
Mex$90 million. The fiscal policy of the Government 
is directed toward a balanced budget. 

Mexico’s total public debt on June 30, 1959 
amounted to Mex$11.8 billion, of which domestic debt 
was Mex$5.2 billion. The public debt declined from 
12.4 per cent of gross national product in June 1950 
to 11.8 per cent in June 1959. 
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The Government resorted to numerous measures 
during the past year to normalize private production, 
investment, and trade activities. At the beginning of 
1959, the banking system was authorized to expand 
credit. The reserves in cash and government bonds that 
deposit banks are required to hold were reduced in 
July, in order to free resources for the development 
of agriculture. The money supply increased during 
the first six months of 1959 by 1.9 per cent; at the end 
of June, it was Mex$256 million above the figure of 
Mex$13.6 billion at the end of December 1958. 


Faced in 1958 with the unfavorable repercussions of 
the U.S. recession on its balance of payments, Mexico 
set out to restrict government imports through the newly 
created Government Import Committee. Also, to curb 
imports and encourage exports, import and export duties 
were modified. These measures, together with foreign 
loans and greater receipts from tourism, contributed 
toward improving the balance of payments position and 
strengthening the value of the peso. The gold and for- 
eign exchange reserves of the Bank of Mexico at the 
end of August amounted to US$411.4 million. In addi- 
tion, Mexico has available credits granted earlier this 
year to assist in its stabilization program (see this News 
Survey, Vol. XI, p. 277). 


Source: Nacional Financiera, $.A., El Mercado de Va- 
lores, Mexico, D.F., September 7, 1959. 


Improvement in Colombia's External Position 


Colombia’s short-term debt contracted on account 
of commercial arrears incurred in the period 1954-57 
was reduced from US$225 million at the end of 1958 
to US$207 million at the end of August 1959. During 
the same period, the international reserves of the Bank 
of the Republic rose by $50 million, to $210 million. 
Colombia’s short-term debt is distributed as follows: 
$33 million of promissory notes outstanding, $15 mil- 
lion in liabilities to U.S. commercial banks, $129 million 
to the Export-Import Bank of Washington, $25 million 
to the International Monetary Fund, and $5 million of 
other liabilities. The arrears debt to U.S. private export- 
ers has been paid off in full. 

The improvement in Colombia’s external position is 
reflected in the strengthening of the free market rate of 
exchange, from Col$7.98 per U.S. dollar on August 1 
to Col$7.84 on September 1 and to Col$7.29 on Sep- 
tember 10. The Minister of Finance stated on Septem- 
ber 10 that the reduction in the margin between the 
free and official rates would eliminate contraband and 
under-invoicing. He said that the improvement in the 
free rate was not the result of artificial factors, but was 
due principally to the increased confidence in Colombia 
which originated with the good results of the stabiliza- 
tion policy. Among other important developments 
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mentioned by the Minister were the high volume of 
coffee exports, the strength in coffee prices, the stability 
in the official exchange rates, the improvement in 
Colombia’s external credit position, and the good pros- 
pects for obtaining new credits abroad. A spokesman 
for the Bank of the Republic added that other impor- 
tant factors were the large volume of minor exports, 
the repatriation of Colombian private capital, increased 
foreign investment, and the heightened confidence in the 
economy resulting from the high level of foreign 
exchange reserves and the repayment of commercial 
arrears debt to U.S. exporters. 

The Minister of Finance warned that, despite all the 
favorable signs of economic recovery, Colombia should 
be on guard against an exaggerated optimism, for there 
is still a long road ahead in the task of achieving eco- 
nomic stability and promoting economic development. 
Sources: El Tiempo, Bogoté, Colombia, September 4 

and 10, 1959; Diario Las Américas, Miami, 
Florida, September 13, 1959. 


Lowering of Colombia's Coffee Surrender Price 

Colombia’s minimum surrender price for coffee was 
reduced on September 11 from US$75 to US$69.50 per 
bag of 70 kilograms. Coffee exporters have had to 
purchase exchange in the free market in order to meet 
the surrender requirement. It is estimated that such 
purchases will decline by about US$2.5 million a month. 
The domestic buying price for coffee was increased on 
the same date from Col$380 to Col$405 for amounts 
equivalent to 275.6 pounds. This will have the effect 
of increasing the receipts of the coffee sector by Col$50 
million a year. The Minister of Finance stated that the 
reduction in the surrender price would not have adverse 
effects on the world market price of coffee because the 
minimum buying price in Colombia was raised simul- 
taneously. 
Source: Diario Las Américas, Miami, Florida, Septem- 

ber 16, 1959. 


Other Countries 


Australian Loan in New York 


The Australian Government has sold $25 million of 
5% per cent 20-year bonds to a syndicate of 70 U.S. 
investment banking concerns, headed by Morgan Stanley 
& Co. The issue was sold at 94% and represents a net 
interest cost to Australia of about 5.96 per cent. The 
bonds are direct obligations of the Commonwealth of 
Australia and are being offered by the syndicate to the 
public at 97, to yield about 5.75 per cent to maturity. 

The last bond issue by Australia in the United States 
was in October 1958, when a syndicate placed $25 
million of 5 per cent 20-year bonds at 972, represent- 


ing a yield to maturity of about 5.20 per cent (see this 

News Survey, Vol. XI, p. 148). 

Source: The Wall Street Journal, New York, N.Y., 
September 17, 1959. 


Withdrawal of West African Currency in Ghana 


As of July 1, the currency issued by the West African 
Currency Board ceased to be legal tender in Ghana (see 
this News Survey, Vol. XI, p. 284). However, the 
exchange of the old currency against Ghana’s own cur- 
rency will continue to be effected without loss. An 
intensive “hand in the old West African coins” cam- 
paign has been launched by the Bank of Ghana through- 
out the country. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, July/August 1959. 


Freeing of Transactions in CFA Francs in Ghana 


The Ghana Ministry of Finance has announced that 
Ghana’s exchange control regulations no longer apply 
to the West African franc (CFA franc); transactions in 
this currency within Ghana may now take place freely. 
The French controls, however, continue unchanged. 
Source: Barclays Bank D.C.O., Overseas Review, Lon- 

don, England, July/August 1959. 


Economic Developments in Rhodesia and Nyasaland 

The balance of payments of the Federation of Rho- 
desia and Nyasaland improved considerably in 1958. 
While earnings from exports felt the full force of the 
decline in the copper price, imports were reduced con- 
siderably from the high figure of 1957. As in previous 
years, the net inflow of capital (approximately £R 52 
million) was sufficient to cover the deficit on current 
transactions, and there was no further decrease in ster- 
ling reserves. At mid-1959, sterling reserves were 
approximately £R 100 million, which officials considered 
adequate in view of the lower level of imports. In his 
recent budget speech, the Minister of Finance stated 
that, with the changes in the price of copper and in 
exports and imports, the balance of payments deficit on 
current account fell from an estimated £R 80 million 
in the year ended June 30, 1958 to £R 32 million in 
the year ended June 30, 1959. 

Part of the improvement in recent months is attributed 
to the modest recovery in the price of copper, but a 
further contributory factor was an increase in copper 
production, resulting from greater efficiency and from 
the gradual development and expansion of most mines. 
A further increase in production is confidently expected. 

The improvement in the balance of payments during 
1958 and the consequent maintenance of external bank- 
ing reserves have enabled the Federation authorities to 
abandon their credit squeeze. The measures introduced 
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in January 1958 to reduce the volume of credit were 
terminated on February 12, '%59. The fall in national 
income caused by lower copper prices would have 
brought about some restriction in activity in time, but 
the credit squeeze played an effective part in accelerat- 
ing the automatic proce s of adjustment. In national 
terms, however, the reduction in expenditure involved 
some constriction in econ. ic activity. Thus, in 1958 
the Rhodesian national income +<; iss than in 1957, 
this being the first decrease since the Federation was 
formed. The net figure for 1958 was £R 380.9 million, 
compared with £R 386.8 million in 1957, the peak year. 
On the other hand, the figure for 1954 was £R 301 
million, so that last year’s decline was small compared 
with the expansion in 1955 and 1956. 

As a result of the process of adjustment to lower 
export earnings, it was almost inevitable that capital 
investment should fall; the 1958 figure of £R 128 million 
was some 18 per cent less than the record total of 
£R 157 million in 1957. The decrease extended over 
most branches of activity, including mining, building 
(particularly urban residences), government, and rail- 
way investment. A notable exception to the general 
trend was an expansion of more than £R 8 million in 
investment in electric power projects, representing main- 
ly increased capital expenditure on the Kariba power 
project. The general decline in investment also reflects 
a reduction in profits in the past two years. The income 
of copper companies fell sharply in 1957, and the fall 
continued in 1958. In the latter year, the decline 
became general, spreading to other mining activities, 
finance, insurance, wholesale and retail trade, manufac- 
turing, and building. However, a distinction must be 
drawn between profits and output, particularly in rela- 
tion to manufacturing. While manufacturing profits fell 
in 1958, output continued to expand; it is officially esti- 
mated that in the period from December 1956 to 
December 1958 the volume of production increased by 
30-35 per cent. This expansion no doubt stemmed from 
the high level of investment in earlier years. When the 
fall in imports during 1958 is taken into account, it is 
evident that local industry increased its share of the 
domestic market, and this trend has continued in 1959. 

Although there was a decrease in capital investment 
in 1958, expansion was continuing at a rate which 
compared favorably with the rate in most other coun- 
tries; despite the decline, investment still represented 36 
per cent of the country’s gross national product. This 
high rate of investment in spite of the fall in local 
incomes was due in part to capital receipts from over- 
seas, particularly in the form of official long-term bor- 
rowing. More than £R 12 million was raised on the 
London and New York markets, and drawings on loans 


from the International Bank for Reconstruction and 
Development rose from £R 4.4 million in 1957 to 
£R 11.7 million in 1958. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, July/August 1959. 


Statement by Managing Director of the Fund 


Mr. Per Jacobsson, Chairman of the Executive Board 
and Managing Director of the Fund, issued the following 
statement on September 22: “The current edition of a 
news magazine published in the United States contains 
statements that incorrectly represent my views with 
regard to international financial assistance and the pro- 
posed International Development Association. The 
publication alleges that I believe some of the less devel- 
oped countries have had too much foreign assistance, 
and that I oppose establishment of the International 
Development Association. Neither of these statements 
has been made by me or on my behalf.” 


Fund Alternate Executive Director 


Mr. Helmut Koinzer, of the Ministry of Economics, 
Federal Republic of Germany, has been appointed 
Alternate Executive Director of the Fund for Germany 
as of September 14. He succeeds Mr. Wilhelm Hane- 
mann. 


Corrigendum 


Vol. XII, No. 10, September 4, 1959, page 79, item 
“Viet-Nam’s Exports”: Data now available indicate that 
the figures for 1959 exports reported in this item are in 
error. The later data show that the value of total exports 
in the first half of 1959 was VN$919 million; rubber 
exports amounted to VN$552 million, and exports of 
rice and rice products to VN$309 million. Data on the 
volume of exports of rubber and of rice and rice prod- 
ucts are not yet available. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 








